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In 1987, Engle-Granger published the essay titled “Cointegration and Error 
Correction：Representation, Estimation and Testing”, which was a major 
milestone of the development of econometrics. The essay formally put forward 
the concept of cointergration, thus promoting the study of the method of 
econometrics into a new stage. The dynamic modeling method based on the 
theory made up for the disadvantages concerning the setting of the traditional 
econometrics models. In my dissertation, I attempt to make use of the theory of 
cointegration and error correction model in revealing the relation between the 
copper futures price and copper cash price and the dynamic adjustment process. 
  I get the conclusion after the study as follows: (1) The time series during the 
forming of copper futures price and copper cash price conform to random walk, 
but it is not enough to justify the validity of the futures market. (2) Only when 
futures price is decreasing does there exist the stable and long-term balance 
relation between futures price and cash price. However, when futures price is 
increasing, the relation becomes unmarked. (3) Changes in futures price are the 
Granger cause of the changes in cash price, but not vice versa, which 
demonstrates that futures market does have the function of discovering price. 
 The research method and empirical consequences have some value in regard 
to the efficiency study of futures market in China, the research into the 
supervising model of the departments in charge of futures supervision as well as 
the Hedge ratio operation and the operation of association for futures investment 
which take advantage of futures market to avoid risks. 
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